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The Chesapeake Corporation of Virginia 
And Subsidiary Companies 


FINANCIAL HIGHLIGHTS 


FOR THE YEAR: 

Net sales . 

Income before income taxes. 

Taxes on income. 

Net income. 

Net income per share of common stock*. 

Net income as a per cent of sales. 

Net income as a per cent of stockholders’ equity (beginning of year) 
Cash dividends declared on common stock. 


AT THE YEAR-END: 

Working capital . 

Investment in property, plant and equipment (net) 
Book value per share of common stock* .... 

Common shares outstanding. 

Number of stockholders. 



1965 


$52,425,700 

$11,548,260 

$5,088,000 

$6,460,260 

$3.60 

12.3% 

15.4% 

$2,672,802 


$11,634,450 

$38,231,909 

$25.45 

1,795,547 

3,699 


*Based on shares outstanding at January 1, 1967. 
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PRESIDENT’S REPORT 

The year 1966 was highlighted by new records in 
production, sales and earnings. Your Company’s dollar 
volume of sales attained a new peak for the eighth con¬ 
secutive year, reaching a total of $56,975,166 or 8.7% 
greater than the previous record volume of $52,425,700 
for 1965. Net income of $6,861,563 surpassed by 6.2% 
the previous record established in 1965. Earnings per 
share were $3.82 compared with $3.60 last year. 

The increased sales volume reflects the high demand 
for pulp and paper products during the year in addition 
to the continuing upward price trend which began in 1965. 
However, these favorable factors were partially offset by 
a rising trend in the costs of labor and raw materials 
during 1966, which became more pronounced as the 
year drew to a close. Thus, increased costs have absorbed 
most of the benefits realized from higher sales prices 
received for our products. 

Dividends of $2,872,875 exceeded those of 1965 by 
7.5%. Dividends declared on the 1,795,547 shares of 
common stock outstanding amounted to $1.60 per share 
compared with $1.49 on an equivalent number of shares 
in 1965. 

Start-up of the forest products complex which was 
constructed on the Delmarva Peninsula in 1965-1966 was 
later than anticipated due to construction delays. 

DelMarVa Forest Products Co., the wood-receiving 
facility and chip mill, should be capable of operating at 
high efficiency with the completion of engineering modifi¬ 
cations now in progress. Both this plant and Chesapeake 
Bay Plywood Corp., our joint venture with United States 
Plywood Corporation, started production in the second 
half of the year. At an open house on October 28 the 
facilities were shown to approximately 550 guests, in¬ 
cluding the Governors of Virginia and Maryland and 
many members of their official families. 

Substantial progress has been made during the year in 
the realignment of our technical manpower. Product 
improvement, intensified new product development and 
broadened research are all objectives to be obtained by 
this effort. 

Studies are being continued to design your Company’s 
manufacturing facilities to consume a better balance of 
the species of wood which are native to our procurement 
area. This will necessitate a greater utilization of hard¬ 
wood species than at present. Concurrently, we are 
accelerating our management program on Company- 


owned timberland and are rendering more conservation 
services to other owners of timberlands. 

Because of anticipated need for additional capital 
expenditures, we took down, during the year, the unused 
portion of our loan commitment. Though working capital 
is more than adequate for our present needs, we expect 
some reduction as construction programs materialize in 
the months to come. 

Your Board was strengthened at the last Annual 
Meeting by the election of three new directors. They are 
Lawrence H. Camp, Harold P. Kyle and Erik Zimmerman. 
Mr. Zimmerman is vice president-production, Mr. Kyle 
is vice-president-converting and Mr. Camp is vice presi¬ 
dent-treasurer, having been elected to the office of vice 
president during the year. Also, Mr. Daniel C. Lewis 
was elected vice president-administration during the year. 
Mr. Overton D. Dennis, who has served as vice president 
since 1952, resigned this position but will continue his 
invaluable service to your Company as a director. 

It is with deep sorrow that I report the death of K. 
Lennart H. Nylander at his home in Greenwich, Con¬ 
necticut, last July 15. Mr. Nylander had been a director 
since his retirement as Swedish Ambassador to Mexico 
in 1962. We shall all miss his wisdom, counsel and deep 
devotion to the affairs of the corporation. 

Looking ahead, it appears that troublesome supply- 
demand relationships will reduce the possibility of further 
upward movement of prices. Based on record capital 
outlay authorizations announced by the paper industry, 
considerable new capacity will come on stream during 
the next two years. Concurrently, the burgeoning growth 
rate in the demand for our products, experienced in 
recent years, is expected to decrease to more normal 
levels. These factors, plus increasing operating costs 
and the proposed increases in Federal taxes, do not justify 
optimism as to our ability to maintain earnings at the 
record levels of the last two years However, through such 
economies as can be affected by cost reduction programs, 
higher productivity and good management, we hope to 
minimize the effects of the adverse influences. 

In closing, I am pleased to pay tribute to the loyal 
support of stockholders, directors, and my fellow officers 
and employees during the past year. 



February 14, 1967 
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THE YEAR IN REVIEW 


Consolidated Sales 

Consolidated net sales in 1966 established a new 
record of $56,975,000, approximately 9% above the 
previous high of $52,426,000 in 1965. The shipment of 
373,053 tons of paper, paperboard and market pulp also 
represented a new high for Chesapeake. 


Net Income 

Net income on the common stock amounted to $3.82 
per share in 1966 compared with $3.60 per share in 1965 
based on the number of shares outstanding January 1, 
1967. Included in net income is approximately 16 cents 
per share in 1966 and 15 cents per share in 1965 which 
represents amortization of the investment tax credit. 


Dividends 

Cash dividends of $1.60 a share were declared in 1966 
on the 1,795,547 shares of outstanding stock. Cash divi¬ 
dends declared on common stock were $2,872,875 in 1966 
as compared with $2,672,802 in 1965. 


Cash Flow 

Cash amounting to $11,519,000 was generated in 
1966 from net income, depreciation and depletion, which 
is an increase of $1,156,000 over the cash flow for the year 
1965. 

Property Additions 

Expenditures for additions to properties and equip¬ 
ment totaled $11,849,000 during 1966, compared with 
$5,712,000 in 1965, an increase of $6,137,000. A sub¬ 
stantial part of this increase represents the acquisition of 
timberlands and timber-cutting rights during the year. 

Depreciation and depletion in 1966 amounted to 
$4,657,000 as compared with $3,903,000 in 1965, an 
increase of $754,000. 


Stockholders* Equity 

The equity of the common stockholders was increased 
during 1966 by a total of $3,988,688, representing the 
reinvestment of income. At January 1, 1967, the total 
equity of the common stockholders, representing the par 
value of the common stock, other capital and income 
retained for use in the business, amounted to $49,682,765. 


The book value per share of common stock increased 
from $25.45 to $27.67. 


Working Capital 

Working capital at January 1, 1967, totaled 

$13,169,728, an increase of $1,535,278 from the 1965 
year-end total of $11,634,450. The increase reflects the 
higher net income of Chesapeake and money borrowed 
under the term loan in excess of the amount required for 
capital expenditures in 1966. Current assets at the end of 
1966 were 3.2 times current liabilities. 


Improvements at West Point 

Plant additions at the West Point mill were again 
devoted largely to improving the quality of our products 
and the services upon which our customers depend for 
prompt and satisfactory delivery. 

A pressurized headbox of the latest design was 
installed on No. 1 (“The Viking”) paper machine. The 
headbox is the equipment which receives the pulp stock 
and distributes it onto the machine’s Fourdrinier wire to 
form a sheet of paper or paperboard. The new headbox 
supplants an older, open-type installation. It enables 
better control of sheet formation and assures, in this 
case, a higher quality of paperboard to corrugated con¬ 
tainer manufacturers. 

Another improvement at the paper mill was the con¬ 
struction of a covered siding dock that permits rapid, 
protected loading of products in box cars under all 
weather conditions. The shed, 576 feet long, covers three 
tracks, adding one track to the facilities and more than 
doubling the rail loading capacity at the paper mill. 

A third improvement was installation of a rewinder 
in the paper mill finishing room. The rewinder assures 
firmer and more uniform rolls for our customers and at 
the same time provides faster service to them by enabling 
the quick make-up of rolls from storage stock. 

Improvements in the pulp mill included moderni¬ 
zation of the condensers which recover turpentine as a 
salable by-product. These enable the reclamation of 
additional quantities of turpentine that otherwise would 
be lost during the manufacturing cycle. 


Technical Work Augmented 

Chesapeake’s services to customers, as well as re¬ 
search and other scientific programs within the Company, 
were broadened and strengthened during the year by the 
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employment of a technical director who has had wide 
experience in the pulp, paper and paperboard industry. 

The technical department will concern itself with 
technical sales service to our converter-customers and 
with quality control to keep all products up to the best 
standards. It will also direct research toward improving 
present products and developing new ones. It will ad¬ 
minister mill technical services dealing with short-range 
process and product problems in the mill itself. 

The personnel in this department are specialists in 
the field of pulp and paper technology. They work closely 
with customers and with our own sales department and 
mill operators in a three-way scientific and engineering 
partnership that benefits Chesapeake’s competitive posi¬ 
tion in the industry. Though we have maintained such 
services in time past, their augmentation is a necessary 
and desirable step forward in continuing to put on the 
market the best possible products at the lowest possible 
costs. 


Progress at Subsidiaries 

Chesapeake’s three corrugated container companies 
participated in the increased sales volume which charac- 


/. A new printer-slotter and a new corrugator were installed 
at Miller Container Corporation, in Roanoke, during 1966. 
The printer-slotter is shown in this photograph. 

2. The corrugator is housed in an addition of 40,000 square 
feet completed and occupied last fall. It is the third ex¬ 
pansion for this growing corrugated container manufacturer. 

3. The forest products complex near Pocomoke City, Md. 
In the foreground are the chip mill and log processing plant 
of DelMarVa Forest Products Co. The building near the 
water tank is Chesapeake Bay Plywood Corp. The two 
facilities began operation last year. Ground was broken 
for the construction in November, 1965. 

4. The speakers' platform and part of the crowd which at¬ 
tended the opening of DelMarVa Forest Products Co. and 
Chesapeake Bay Plywood Corp. last October 28. The flags 
of the United States and of Virginia and Maryland decorate 
the backdrop of crated plywood manufactured by Chesa¬ 
peake Bay. 

5. Two of the hosts and four of the honored guests at the 
opening. Left to right are Edward P. Cliff, chief of the 
U. S. Forest Service; Representative Rogers C. B. Morton; 
Sture G. Olsson, president of Chesapeake; Governor God¬ 
win, of Virginia; Governor Tawes, of Maryland; and Gene 
C. Brewer, president of U. S. Plywood. 


terized the industry in 1966, and all continued profitable 
operations despite increased costs and keen competition 
within the industry. 

Our subsidiaries purchase a portion of their paper- 
board requirements from Chesapeake, though most of 
Chesapeake’s production is sold on the open market. 
The constant and effective efforts of the local managements 
of our subsidiaries have maintained the capability of our 
plants in the presence of increasing competition, and 
have continued to exercise a constructive influence in the 
market. 

From our Annual Report for 1965 it will be 
remembered that new equipment has been installed in 
key areas of production at David Weber Co. in Phila¬ 
delphia and that Baltimore Box Company has con¬ 
structed and occupied a new building that houses some 
of the latest machinery in the industry. Since completion 
of the new building, Baltimore Box has constructed a 
warehouse which affords an additional 15,000 square 
feet of enclosed roll storage area and substantially 
eliminates the need for outside storage of raw material. 

It will be recalled also that Miller Container Corpo¬ 
ration began construction in 1965 on a sizable plant 
addition at its site in Roanoke. The addition of 40,000 
square feet, together with new railroad siding and loading 
docks, was completed and occupied in the fall of 1966. 
It houses a new and completely modern 87-inch 
corrugator with mechanical facilities for more efficient 
roll handling and with capability for operating speeds 
up to 500 feet per minute. It replaces a smaller corrugator 
of earlier design. A new printer-slotter and a die press 
were among other additions to plant equipment. 

The expansion and modernization at Miller were 
necessary to meet the growing demand for corrugated con¬ 
tainers by industries within a 200-mile radius of Roanoke, 
principally in the furniture and textile fields, and to meet 
the growing competition in this active market. 

Greenlife Sales Again Rise 

Greenlife Products Co. reported a substantial in¬ 
crease in the sales of pine bark-based fertilizer, mulch 
and soil conditioner during the first half of 1966, but 
drought and water shortages in the northeastern metro¬ 
politan areas, as well as a decline in housing starts, 
adversely affected sales during the fall season and last 
half of the year. On the whole, however, sales volume 
exceeded that of 1965. 

The company added a weed-and-feed fertilizer and 
a pre-emergence crab grass control preparation to its 
product line for 1967. 


9 









Chesapeake’s six wholly owned subsidiaries, of which 
Greenlife is one, are listed on the inside front cover of 
this Annual Report. Two of them, Chesapeake Trading 
Corp. and Chesapeake GmbH, are concerned solely with 
overseas sales. 

Delmarva Operation Begun 

Chesapeake’s forest products complex on the Del¬ 
marva Peninsula went into operation during 1966. 

Early in the year, logging was begun on a large scale 
to stockpile tree-length timber in anticipation of completion 
of DelMarVa Forest Products Co.’s wood-receiving 
facility and chip mill at Pocomoke City, Md. DelMarVa 
is a division of Chesapeake which processes logs supplied 
by Chesapeake’s woodlands department. 

Meanwhile, Chesapeake Bay Plywood Corp., a 
company jointly owned by Chesapeake and United States 
Plywood Corporation, was constructing on an adjacent 
site a plant with a design capacity of 56 million square 
feet of structural pine plywood on a 3 /g-inch basis. 
DelMarVa began to supply peeler logs to the plant at 
its start-up in June, eight months after groundbreaking. 

Pulpwood and residue from the plywood plant are 
processed into chips in the chip mill. The first barge-load 
of this raw material was shipped from Pocomoke City 
to West Point last September 10. The chips are carried 
in 500-ton barges, and as many as four barges have been 
arriving at West Point in a week. After the facility attains 
full capacity—it has worked three shifts part of the time 
during its operation—it is expected to produce approxi¬ 
mately 75,000 cords of chips annually for the mill at 
West Point. 


Formal Opening Held 

To mark the completion of this forest products 
complex, an open house was held on October 28 at which 
Chesapeake Corporation and United States Plywood 
Corporation were joint hosts with DelMarVa and Chesa¬ 
peake Bay Plywood Corp. 

Governor J. Millard Tawes, of Maryland, and 
Governor Mills E. Godwin, Jr., of Virginia, headed the 
list of dignitaries attending. In remarks from the platform, 
Governor Tawes noted the bright future for plywood and 
pulp and paper, and praised the “good forest husbandry” 
that perpetuates the raw materials for these products. 
Governor Godwin commended the companies for “a 
unique venture in interstate industrial cooperation.” 


Among the guests were United States Senator John J. 
Williams, of Delaware, Representative Rogers C. B. 
Morton, of the First Maryland District, and Mr. Edward 
P. Cliff, chief of the United States Forest Service. In all, 
550 persons attended, most of them timber landowners, 
customers and suppliers, conservation-minded citizens, 
and state or local officials who, like Representative Morton, 
assisted in the location of the two plants. 

Better Harvesting Methods 

Experience gained on the Eastern Shore has been 
useful in promoting better harvesting of pulpwood. 
Beginning with a pilot operation at our Sharptown, Md., 
landing in 1965, the woodlands department has given 
close attention to logging in long-length or tree-length 
timber. The DelMarVa plant, for example, is designed 
to process logs up to 80 feet in length. 

This method of logging offers economies in harvesting 
and transportation over certain distances; and the success 
of the Eastern Shore procurement has been followed by a 
trial of the method in the mill area around West Point. 
The mill received its first long-length logs September 28, 


1. A mountainous stockpile of chips appears to engulf the 
chip mill of Del Mar Va Forest Products Co. near Pocomoke 
City, Md. The chips are blown into steel barges which 
use a canal dug from the Pocomoke River to reach the 
loading dock. The loaded barges are then towed by com¬ 
pany tugs to West Point. 

2. The chips in this barge have made the passage of Chesa¬ 
peake Bay from the Eastern Shore to the docks at West 
Point. They are being unloaded by clamshell bucket onto a 
conveyor system which sends them to the Company's silos, 
where they will be drawn upon as needed. 

3. Rolling choppers are pulled over a tract to grind up the 
underbrush so it can be eliminated by controlled burning. 
Many of the more than 11.000 acres reforested by Chesa¬ 
peake were prepared for planting in this manner. 

4. After prescribed burning of a tract, wild land tree planters 
like this one can move in and set out pine seedlings . These 
heavy duty planters can “ navigate ” over rough terrain left 
by burning and mechanical site preparation. 

5. and 6. A shearing device attached to a crawler enables 
instant felling of pines up to 24 inches in diameter and hard¬ 
woods of a smaller size . At left is the hydraulic crab-claw 
blade. At right, the tree topples in a controlled direction. 
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Long-length wood begins to arrive at the mill yard in West of several ordinary pulpwood truckloads, and more economi- 
Point. Tractor-trailers like these can transport the equivalent cally over longer distances in our operating area. 



Miss Sharon Anne Wilkins, of West Point, winner of one President Sture G. Olsson. Miss Wilkins is the daughter 

of the Elis Olsson-Chesapeake scholarships, is shown with of the late K. Warren Wilkins, who was a supervisor. 
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and it is anticipated that pulpwood producers generally 
will adopt this technique where it is feasible to do so. 

Long-length logging eliminates the necessity of 
“bucking” the timber in the woodlands into five-foot 
lengths, and it enables the hauling by a single tractor- 
trailer of pulpwood loads equivalent to the volume 
hauled by several trucks. It requires substantial invest¬ 
ment in hauling equipment and in mechanization of 
cutting and handling. A recently developed hydraulic 
attachment to a crawler is now being used satisfactorily for 
instant shearing of pines up to 24 inches in diameter. 
Manpower shortage undoubtedly will hasten the employ¬ 
ment of labor-saving machines in our wood procurement 
efforts, though the investment required of the producer 
has been a deterrent. 

Another development in the wood procurement effort 
has been the construction of a third Company-owned 
woodyard. This siding is three miles south of Keysville 
on the Southern Railway. It is somewhat larger than the 
yards at Amelia and Dorset. 

Conservation Services Expanded 

The forestry department continued and expanded its 
program of offering conservation services to owners of 
timberland. Under the policy of matching seedlings with 
the landowner who wishes to reforest his land, the Com¬ 
pany gave away more than 2,000,000 young trees. The 
forestry department will match a landowner's purchase 
of seedlings up to a maximum of 10,000 to any one land- 
owner. 

As a part of the Company’s continuing land manage¬ 
ment program, the reforestation of 11,685 acres was 
carried out by the forestry department. This brings to 
more than 30,000 the number of acres that have been 
converted to pine plantations in the last three years. 

For the first time, a wild-land tree planter was em¬ 
ployed. This heavy-duty type of planter enables the Com¬ 
pany’s foresters to set out seedlings on the rough terrain 
that results from mechanical site preparation. 

Under the acquisition phase of the management 
program, the Company purchased approximately 20,000 
acres and acquired cutting rights on an additional 1,700 
acres. From Company-owned tracts, hardwood saw- 
timber, poles and piling were sold. 

"Open Lands” Policy Continued 

The Company negotiated its first wildlife management 
agreement with the State of Maryland in 1966. Under it, 


two of our woodland tracts in St. Mary’s County are 
opened to sportsmen. The Maryland Department of 
Game and Inland Fish agrees to police the tracts during 
hunting and fire season and to develop the wildlife re¬ 
sources of the area. 

Certain tracts in Virginia are open to sportsmen 
under a similar wildlife management agreement with the 
Virginia Commission of Game and Inland Fisheries. 
Under such an agreement. Company-owned lands in 
Nelson County and at Leesville Dam reservoir near Smith 
Mountain are now being developed for boating and other 
recreational purposes. 

Lands owned by the corporation in 51 counties of 
Virginia, Maryland and Delaware are open to hunters 
under Chesapeake’s multiple use policy. These counties 
are shown in a map on the inside back cover of this Annual 
Report. 

Concerning Our Employees 

During the year a special effort was made by manage¬ 
ment to inform employees about the value of the Com¬ 
pany’s benefit program and the role of the Company and 
the employee in financing the program. One phase of this 
effort was a series of articles about benefits which appeared 
—and will continue to appear—in the printed Newsletter 
mailed monthly to each employee family. 

The Company's safety record again showed improve¬ 
ment. Lost-time injuries fell from twelve in 1964 to five 
in 1965 and four in 1966. During the year, there was a 
period of one million man-hours in which there were no 
lost-time injuries. 

The woodlands department led the departments of all 
other companies in the Pulpwood Logging Division of 
the National Safety Council with a record of no lost-time 
injuries during the whole year. The department has been 
awarded a plaque of recognition by the National Safety 
Council. It is the second year in which this department 
has reported a “zero frequency.” 

For the first time, an employee’s child was selected 
by the National Merit Scholarship Corporation as one 
of the winners of the Elis Olsson-Chesapeake Foundation 
scholarships. She is Miss Sharon Anne Wilkins, an honor 
graduate of West Point High School, daughter of the late 
K. Warren Wilkins, who was chief electrical engineer 
until his death in 1963. Miss Wilkins is now studying 
electrical engineering at Virginia Polytechnic Institute. 
The winner of the second scholarship was Robert Melvin 
Pittman, of Lancaster High School, Kilmarnock, who 
enrolled in aerospace engineering at V.P.I. 
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CONSOLIDATED BALANCE SHEET 

January 1, 1967, and January 2, 1966 


ASSETS 

CURRENT ASSETS: 

Cash. 

Short-term securities, at amortized cost which approximates market. 

Accounts receivable, less allowances for doubtful accounts. 

Recoverable Federal income taxes (carryback of investment tax credit) . . . 

Notes receivable. 

Miscellaneous receivables and accruals. 

Inventories (at lower of cost or market): 

Finished goods and goods in process. 

Manufacturing materials and supplies. 

Prepaid expenses. 

Total Current Assets. 


OTHER ASSETS: 

Notes and accounts receivable. 

Investment in 50%-owned company, at cost 
Investments and sundry assets. 


PROPERTY, PLANT AND EQUIPMENT (at cost less accumulated de¬ 
preciation and depletion): 

Land and buildings. 

Machinery, equipment and construction. 

Less: Accumulated depreciation . 

Timber and timberlands, less accumulated depletion. 

Net Property, Plant and Equipment. 



Jan. 2, 1966 


$ 1,863,080 
3,500,000 
6,911,114 
447,500 
564,818 
502,729 

667,340 

3,864,752 

210,283 


S18,531,616 


$ 558,187 

100,000 
82,526 

$ 740,713 


$ 9,175,549 
46,670,749 

$55,846,298 

24,869,385 

$30,976,913 

7,254,996 


$38,231,909 


$57,504,238 
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The Chesapeake Corporation of Virginia 
And Subsidiary Companies 


LIABILITIES AND STOCKHOLDERS’ EQUITY 

CURRENT LIABILITIES: 

Accounts payable. 

Dividend payable. 

Salaries, wages and commissions. 

Payroll and withholding taxes. 

Federal income tax. 

State income taxes. 

Long-term debt due within one year. 

Total Current Liabilities. 


LONG-TERM DEBT (Note 1) 


DEFERRED INCOME TAXES (Note 2) 


STOCKHOLDERS’ EQUITY: 

Capital stock—common, $5.00 par value (Note 3): 

Authorized, 2,000,000 shares; issued and outstanding, 1,795,547 shares . . 

Other capital. 

Retained earnings (Note 1). 


The accompanying notes are an integral part of the financial statements. 



Jan. 2, 1966 


$ 1,832,245 
718,219 
235,061 
253,265 
3,324,378 
515,200 
18,798 
$ 6,897,166 


$ 3,024,585 


$ 1,888,410 


$ 8,977,735 
7,990,568 
28,725,774 

$45,694,077 

$57,504,238 
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The Chesapeake Corporation of Virginia 
And Subsidiary Companies 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 



Jan. 2, 1966 


$27,254,819 

6,460,260 

$33,715,079 


$ 2,672,802 
2,238,890 

77,613 
$ 4,989,305 


$28,725,774 


The accompanying notes are an integral part of the financial statements. 
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The Chesapeake Corporation of Virginia 
And Subsidiary Companies 


CONSOLIDATED STATEMENT OF INCOME 


For the Years Ended January 1, 1967, and January 2, 1966 


Jan. 2, 1966 


$52,425,700 

1,241,397 

$53,667,097 


$33,889,181 

3,902,695 

3,387,838 

191,715 

747,408 

5,088,000 

$47,206,837 

$ 6,460,260 



“Costs and expenses of the prior year have been reclassified to conform with the current year's presentation. 


The accompanying notes are an integral part of the financial statements. 
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The Chesapeake Corporation of Virginia 
And Subsidiary Companies 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

1. Long-Term Debt: 

At January 1, 1967, long-term debt issued under a Term Loan Agreement with a bank and an insurance company 
consisted of: 

4%% note payable, due $187,500 quarterly from February 28, 1969, through 


$ 2,250,000 


November 30, 1971 


47s % notes payable, due $187,500 quarterly from February 28, 1972, through 

August 31, 1974, and $3,187,500 on November 30, 1974 . 

Total. 


5,250,000 
$ 7,500,000 


Under the most restrictive provisions of the Term Loan Agreement, approximately $15,500,000 of retained 
earnings was available for dividends at January 1, 1967. 

2. Investment Tax Credit and Deferred Income Taxes: 

The investment tax credit for 1966 of approximately $355,000 and deferred credits of prior years are being amor¬ 
tized over eight years as a reduction of income tax expense. The total amortization for 1966 amounted to 
approximately $284,500. 

The Corporation in 1966 recorded deferred income taxes of approximately $514,000, which amount equals the 
tax reduction resulting from the use for tax purposes of the double declining balance method of depreciation on 
major items of plant and equipment acquired after 1962. 

3. Stock Options: 

At January 1, 1967, there were 10,910 shares of capital stock set aside for issuance to employees, of which 4,954 
shares were under option at a price of $27.87 per share, which is 95% of the market value, as adjusted for 
stock distributions, on the date the options were granted. Options are exercisable at various dates extending 
to February 15, 1972. No options were granted or exercised during the year. 

4. Employees’ Retirement Plans: 

In 1966 the Corporation and its subsidiaries paid and charged to income approximately $804,000 of current 
and past service costs of employees’ retirement plans. Unfunded past service costs at January 1, 1967, arising 
principally from changes in benefits and coverage during the year, amounted to approximately $2,240,000. 
These costs are being funded over periods not exceeding twenty-five years. 

5. Contingencies and Commitments: 

At January 1, 1967, the Corporation had commitments of approximately $775,000 for capital expenditures and 
other contractual obligations. The Corporation and a subsidiary were contingently liable at that date for 
guarantees of loans totaling approximately $930,000. 

The Internal Revenue Service has disallowed a portion of the depreciation expense claimed for the year 1963. 
This issue, which is being contested by the Corporation, would also be applicable to subsequent years. Manage¬ 
ment is of the opinion that any additional tax liability that may ultimately be determined will not be material; 
therefore, no provision has been made in the financial statements for any deficiency. 
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The Chesapeake Corporation of Virginia 
And Subsidiary Companies 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


For the Years Ended January 1, 1967, and January 2, 1966 




Jan. 1. 1967 

Jan. 2, 1966 

SOURCE OF FUNDS: 



Net income. 

$ 6,861,563 

$ 6,460,260 

Add (deduct) non-cash items: 



Depreciation and depletion. 

4,656,639 

3,902,695 

Deferred income taxes. 

514,000 

574,000 

Amortization of deferred investment tax credits. 

(284,500) 

(261,000) 

Total from Operations. 

$11,747,702 

$10,675,955 

Investment tax credit. 

355,000 

137,500 

Long-term borrowings. 

4,500,000 

— 

Totals. 

$16,602,702 

$10,813,455 

APPLICATION OF FUNDS: 



Additions to property, equipment and timberlands (less book value of 



disposals). 

$11,218,470 

$ 5,023,614 

Dividends and other cash payments to stockholders. 

2,872,875 

2,750,415 

Increase in working capital. 

1,535,278 

2,667,137 

Other items (net). 

976,079 

372,289 

Totals. 

$16,602,702 

$10,813,455 


ACCOUNTANTS* REPORT 

To the Board of Directors of 
The Chesapeake Corporation of Virginia: 

We have examined the consolidated balance sheet of The Chesapeake Corporation of Virginia and its subsidiary 
companies as of January 1, 1967, and the related consolidated statements of income, retained earnings and funds for 
the year (fifty-two weeks) then ended. Our examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests of the accounting records and such other auditing procedures as we 
considered necessary in the circumstances. 

In our opinion, the accompanying consolidated financial statements present fairly the consolidated financial position 
of The Chesapeake Corporation of Virginia and its subsidiary companies at January 1, 1967, and the consolidated 
results of their operations and source and application of funds for the year (fifty-two weeks) then ended, in conformity 
with generally accepted accounting principles applied on a basis consistent with that of the preceding year. 

LEACH, CALKINS & SCOTT 

Certified Public Accountants 


Richmond, Virginia 
February 2, 1967. 
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The Chesapeake Corporation of Virginia 
And Subsidiary Companies 

A TEN-YEAR COMPARISON* 


(Dollar Amounts in Thousands, Except For Per-Share Data) 



1966 

1965 

1964 

1963 

1962 

1961 

1960 

1959 

1958 

1957 

OPERATING RESULTS 











Net sales. 

Net costs except depreciation and de- 

$56,975 

$52,426 

$40,604 

$34,571 

$33,092 

$30,604 

$30,126 

$28,635 

$24,718 

$27,480 

pletion. 

$40,027 

$36,975 

$30,535 

$25,737 

$22,631 

$21,121 

$19,122 

$17,661 

$15,981 

$17,463 

Depreciation and depletion. 

$4,657 

$3,903 

$3,410 

$2,694 

$2,732 

$2,651 

$2,606 

$2,575 

$2,462 

$2,143 

Income before income taxes. 

$12,291 

$11,548 

$6,659 

$6,141 

$7,729 

$6,831 

$8,398 

$8,399 

$6,275 

$7,874 

Taxes on income. 

$5,429 

$5,088 

$2,786 

$2,971 

$3,957 

$3,585 

$4,372 

$4,415 

$3,326 

$4,131 

Net income. 

$6,862 

$6,460 

$3,873 

$3,170 

$3,772 

$3,247 

$4,026 

$3,984 

$2,949 

$3,742 

Per share of common stock* .... 

$3.82 

$3.60 

$2.16 

$1.77 

$2.10 

$1.80 

$2.22 

$2.21 

$1.63 

$2.08 

Per cent of net sales. 

Per cent of stockholders* equity 

12.0% 

12.3% 

9.5% 

9.2% 

H.4% 

10.6% 

13.4% 

13.9% 

H.9% 

13.6% 

(beginning of year) . 

15.0% 

15.4% 

9.7% 

8.3% 

10.5% 

9.4% 

12.5% 

13.5% 

10.5% 

14.6% 

Cash flow**. 

$11,519 

$10,363 

$7,283 

$5,864 

$6,504 

$5,898 

$6,632 

$6,559 

$5,411 

$5,886 

Per share of common stock*. 

$6.41 

$5.77 

$4.06 

$3.27 

$3.62 

$3.28 

$3.69 

$3.65 

$3.01 

$3.28 

Dividends declared on common stock. . 

$2,873 

$2,673 

$1,727 

$1,563 

$1,534 

$1,484 

$1,435 

$1,398 

$1,388 

$1,388 

Income retained for use in the business. . 

$3,989 

$3,710 

$2,088 

$1,555 

$2,201 

$1,677 

$2,530 

2,529 

$1,546 

$2,354 


FINANCIAL POSITION 

Working capital. 

$13,170 

$11,634 

$8,967 

$9,864 

$16,156 

$13,514 

$11,995 

$10,240 

$7,536 

$5,090 

Property, plant and equipment (net) . . 

. $44,808 

$38,232 

$36,965 

$29,814 

$20,623 

$20,934 

$21,031 

$20,404 

$20,598 

$21,894 

Other assets . 

$1,678 

$741 

$474 

$537 

$1,654 

$1,755 

$1,628 

$1,434 

$1,666 

$1,245 

Long-term debt and deferred credits. . . 

$9,973 

$4,913 

$4,481 

$379 

$152 

$123 

— 

— 

$250 

$250 

Stockholders’ equity. 

$49,683 

$45,694 

$41,925 

$39,837 

$38,282 

$36,081 

$34,654 

$32,079 

$29,550 

$27,978 

Per share of common stock*. 

$27.67 

$25.45 

$23.35 

$22.19 

$21.32 

$20.09 

$19.16 

$17.73 

$16.32 

$15.44 

Shares of common stock outstanding . 

1,795,547 

1,795,547 

1,346,179 1,321,026 1,296,312 1 

,272,026 1,248,083 

1,225,143 

1,191,394 

1,191,394 


OTHER INFORMATION 

Gross additions to properties and equip- 
ment. 

$11,849 

$5,712 

$10,732 

$11,989 

$2,553 

$2,492 

$3,225 

$2,505 

$1,183 

$5,482 

Production of paperboard, paper and 
market pulp (tons). 

372,488 

370,352 

285,983 

233,651 

228,116 

223,460 

229,574 

216,725 

183,568 

200,396 

Acres of timberlands owned . 

265,700 

245,000 

236,100 

233,000 

230,800 

228,000 

222,700 

213,900 

208,000 

204,500 

Stockholders. 

3,922 

3,699 

3,375 

3,238 

3,101 

2,987 

2,884 

2,630 

2,540 

2,468 

Employees. 

1,549 

1,428 

1,321 

1,187 

1,174 

1,143 

961 

976 

941 

943 


♦I960 and subsequent years include the accounts of Miller Container Corporation acquired in 1961 under a pooling of interests. The years 
prior to 1960 include the accounts of Miller Container Corporation for its fiscal year ending within the calendar year. 

*Based on shares outstanding at January 1, 1967. 

**Cash flow is stated as the total of net income, depreciation and depletion. 


20 

























Counties in which Chesa¬ 
peake lands are open to 
the public for hunting 


WASHINGTON, O. C, 


VIRGINIA 


DELAWARE 


:anoria 


Fauquier 


Sussex 


Dorchester 


Stafford 


Wicomico 


Worcester 


Spotsylvania 


CHARLOTTESVILLE 


Caroline 


Louisa 


Albemarle 


Essex 


Fluvanna 


Goochlam 


Buckingham 


Powhatan 


Chesterfield 


Appomattoir 


lynch\jrg 


Bedford 


Pittsylvania 


Mecklenburg 


DANVILLE £ 


/ Campbell ^ 

k Prince Edward 1 ^ 






/ I Nottoway 

Hr Surry 




Charlotte / 


1/ 

>RT NEWbJp 

Pt/HAMPTON 


f I Lunenburg 




£J*iORFOi.4 


CHESAPEAKE LANDS OPEN TO SPORTSMEN 


Nearly a quarter-million acres of Company-owned 
woodlands are open to sportsmen in three states under 
Chesapeake’s outdoor recreation program. These lands 
are a part of the 50 million acres in the United States made 
available for recreational purposes by forest products 
industries. Because these lands are taxpaying properties, 
we make a nominal charge for their use in fairness to our 
stockholders. Hunting clubs are invited to apply between 
July 1 and November 1 for hunting rights on our lands. 
Individual hunters may obtain permits at $2 each for the 
use of unleased lands. Apply to our woodlands depart¬ 
ment for a lease or permit and a map of the county or 
counties in which you are interested. 
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